Market Analysis
Currently, Sony is in a weaker position in the digital music market than some of its competitors such as Apple, and Microsoft based on things like lower market share and high product cost.  In the overall music market, Sony is doing fairly well.  They are second only to Universal Music with 28.58% of the market.  When it comes to digital music, they are struggling a little.  Sony’s digital products are not controlling as much of the market as they could be.  The market is growing, so they have a chance to get in the game.  Also, there are a lot of barriers Sony has to overcome, and different issues that affect the digital music market.  Sony can take more control of the market, but they need to figure out what that’s going to take.
Total Music Market Size
The total size of the music market is massive.  It reaches almost every person in every country.  In the U.S., almost everyone listens to, owns, or buys music.  The forms of music people use are what break up the music market into different sections.  For instance, you could have physical forms of music that include compact discs, cassettes, etc.  Also, you can have digital forms of music that include iPods, MP3 Players, etc.  
Overall Sony is in a good place in the total music market, but they need a little help in the digital music market.  Figure 1 shows Sony’s market share compared to some of its competitors.  

				Figure 1
As you can see, as of 2009 “Sony owned 28.58% of the total music market” (Nielsen, 2010, para.3).  These are the market share percentages for the recording industry not the digital music industry.  Knowing that there are multiple other competitors in this market, owning 28.58% of it is pretty good.



Market Growth
The digital music market has been a growth market for many years now, but it has its drawbacks.  According to (Business, 2009), in 2009 the digital market was a $4.81 billion industry.  This industry is expected to grow to a $13.73 billion industry by 2010 (pg.3).  

Figure 2

Figure 2 shows the growth potential in the digital music market. With this kind of growth potential, it will make it easier for Sony to be a big player in this market.  If this growth is accurate and it continues, digital sales will overtake CD sales in a short period of time.
 
According to (NPD, 2009), CD’s comprised 65 percent of all music sold in the first half of 2009, compared to paid digital downloads, which comprised 35 percent of music sales (para.1).  By reading this statement you may not think that this shows growth potential, but it does.  Also stated by (NPD, 2009), By comparison, paid digital music downloads comprised just 20 percent of sales in 2007 – growing to 30 percent of the music market last year (para.1).  This shows that digital music sales have grown by 15% in just two years.  As I said before, if this trend continues, digital sales will overtake the sales of CD’s.

While the market is expected to grow, there is one thing that could hold it back, piracy. “The number of illegal downloads has increased from 20 billion in 2005 to 40 billion in 2008, corresponding to 95% of the total music downloaded in that year” (Business, 2009, pg.4).  With these figures you can only expect piracy to keep growing year after year.  With this growth in piracy, the growth in sales could be offset.

As for the demand of Sony’s product, it’s not very high.  The highest demand is for iTunes.  “In the first half of 2009, iTunes made up 69 percent of the digital music market” (NPD, 2009, para.4).   This is bad for Sony’s digital music business.  Also, in 2009 Sony’s market share for digital album sales was only 22.5% and dropping (Sandoval, 2009, para. 6).  With the majority of the market in Apple’s pocket, Sony has to try and come from behind to gain market share and power in this market.

Market Barriers

In the digital music market, Sony has multiple barriers to overcome.  One huge barrier is the abundance of products on the market.  Sony came out with their MP3 Player called the walkman in “2003, but due to high price, low memory, and a host of other problems the product failed” (Hinckley, para.5).  They reintroduced the product in 2006 where it became more popular, but it still can’t compete as well as Apples products.  It’s not just apple that Sony has to compete in this market with, it’s also Microsoft, Rhapsody, Amazon, etc.  There are so many competitors that it makes it hard to be a leader in the market.

Are High Prices Holding Sony Back?

The high prices of the Walkman could also be a barrier for Sony.  Some of their Walkman are not very expensive, but when you get into the higher level more advanced versions the prices increase drastically.  According to (Walkman Mp3 Players, 2010), there are three different models of this product which range in price from $80.00 to $ 400.00 (para. 1).  For Apples 16GB version, the cost is “$249.00” (Apple, 2010, para.1), while Sony’s 16GB version costs “$299.99” ("Walkman MP3 Players," 2010).  Sony could be pricing themselves right out of the market.  
Sony Is Following The Leader
Another market barrier for Sony is the fact that they are followers in this market, not leaders.  Sony is trying to follow apple and Microsoft in the digital market.  The fact that Sony is a follower in this market makes it harder for them to increase demand for their product, and be competitive in this market.  Even though they are a bit of a follower they are trying to expand their market share, and become a leader in the digital music industry.
“According to (Eaton, 2009), Sony's taking aim at Apple's seat at the head of the downloadable music business, and it's launching a competitor called Sony Online Service.  Sony's intentions are very much to challenge Apple, have no doubts about it, since the online store will be selling music, movies, and books, and it'll have a version of a Sony App Store” (para. 4).  By introducing this to the market, Sony will definitely be able to gain some market share back if it’s successful.
Recession And New Entrants Issues Affecting The Market
There are many issues affecting the digital music market, but some have a bigger impact than others.  You might think that the current recession would be having a huge negative effect on the market, but it’s not.   According to (Keegan, 2010), Overall, the music industry grew by an amazing 4.7% in recession-ridden 2008 (para. 4).  The current recession may be having some effects on the market, but as the numbers show, it’s not a negative effect.
Another issue affecting this market is having new companies entering into the market.  “As the industry evolves, new players are entering the market for digital music distribution. Increasing competition is prompting the companies to respond to the changing customer demands, and differentiate their services to retain their customers” ("The Digital music," 2009, para.10).  With new players, come new formats and technologies.  This causes other companies to innovate to stay competitive.  With Sony’s innovative nature, they should be able to do this just fine.
Will Technology Help Or Hurt The Music Market?
Technology is what has driven the music industry to point it’s at now.  With technology, MP3 Players were invented, as well as smart phones, etc.  Technology can help the industry as well as hurt certain players in the industry.  With technology advances, new products can be created, and new companies can have a chance to be a major contender in the market.   The availability of online music has certainly changed the music market.  “By 2011 online sales of music are expected to represent 26% of worldwide music sales” (Rodrigues, 2009, pg.2).  If Sony can implement a new technology before other companies can, it could help to increase their status in the market.
Cloud Computing, Good Or Bad?
Using cloud computing in the digital music market will definitely be a plus for some companies, but a negative for others.  A company called mSpot has come up with a way to use cloud computing with digital downloads.  “It allows users—for free—to take 2 GBs worth of music from their computer and upload to the mSpot network, or cloud. Once the music is stored in cyberspace, it can be accessed from any Flash-enabled computer. For now, that disqualifies the iPhone and the iPad, although Macs, PCs and Google's Android phones are fair game” (Rosenbush, 2010, para.1).  If Sony has technology that will be compatible with this, it could open the doors to more business and higher revenues for them.  Especially since apple’s products are not combatable with this system yet.
Customer Profile
When you look at what types of people buy certain products, putting together a customer profile can be helpful in determining how you should market your products.  Figure 3 shows some aspects of customers and the effect they have on their buying habits of certain products.
	
	Men b/t 18-29
	Women b/t 18-29
	Young men making 5k-49k
	Young women making 5k-49k

	Chance they will buy an iPod
	115% more likely
	119% more likely
	27% less likely
	11% more likely

	Chance they will buy Sony’s products
	100 more likely
	38% more likely
	182% more likely
	55%  more likely

	Chance they will buy other
	50% more likely
	89% more likely
	50% more likely
	78% more likely


Figure 3
Certain characteristics of customers can have a big impact on what they buy, and how companies like Sony should market their products.  This chart shows the percent chance that certain people will purchase an iPod, Sony digital products, or other forms of digital music.  By using this information Sony can see that there largest target audience is men between the ages of 18-29 that are making 5k-49k per year (Simmons Market Research Bureau, 2007) .  That’s a fairly wide income range, but if someone is 18-22 they will most likely still be in school/college.  While in school people usually don’t tend to make much money.  Because the men in the chart are 100% more likely to buy Sony’s products, it would be a good idea for Sony to market their products towards these individuals.  This would be Sony’s primary target market, while the women would make up the secondary target market.  
Women ages 18-29 that make 5k-49k per year, are on average 46.5% more likely to buy Sony Products.  The young women that don’t work are 119% more likely to buy and iPod (Simmons Market Research Bureau, 2007).  With this information Sony can attempt to bring some of these women back to buying Sony products.  There is obviously some reason why they prefer iPods, and if Sony can figure that out they will put themselves in a good position.
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